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All values in Canadian $ Millions - 
and represent period averages KEY ECONOMIC INDICATORS 
unless otherwise indicated. : 

Actual Actual Percent Forecast* Percent 
INDICATOR 1981 1982 Change 1983 Change 
OUTPUT, PRODUCTION, EMPLOYMENT 
GNP (Current Prices) 331. 3b 348. 9b 5. 376. 8b 
GNP (Constant 1971 C$) 134. 5b 128.1b -4. 131. 3b 
Industrial Production (1971=100) 137.7 122.9 -10. 125.6 
Unit Labor Costs In Mfg. 1/ 203.3 223.6 10. 
Wage Settlements In Mfg.2/ (z) 10. 9% 6. 8% —- 6.0% 
Employment (000's) 10,933 10,574 ~ 25 aoe 
Avg. Unemployment Rate (2) 7.6% 11.02% 12.5% 
Housing Starts (SAAR, 000's) 178 126 150-170 


MONEY AND PRICES 
Exchange Rate: 1 C$ = US¢: 83.40 81.03 80. 50 
Interest Rates: 
Bank of Canada Rate?/ . 17.93 13.96 9.50 
Chartered Bank Prime Rate 19. 30 15. 80 13.25 
Price Indices: 
All-Items Consumer Price Index 
(1981=100) 100.0 110.8 a 116 - 117.8 5-62 
Industry Selling Price 4/ 
(1971=100) 272.3 288.7 ‘ 296.0-298.8 2.5-3.52% 


BALANCE OF PAYMENTS AND TRADE 
Official International Reserves 
(US$ Millions) esarted.  3,579332 
Balance of Payments: 
Current Account Balance -5, 346 +2,669 
Merchandise Trade Balance +7,351 +17,746 
Services Balance -14,258 -16,501 


Merchandise Exports>/ 84,221 84,486 
(U.S. Share, % of Total) (66.8) (68. 9%) 

Merchandise Imports > 76,870 66,740 
(U.S. Share, % of Total) (68.5) 


Main Imports from U.S. (1982): Automotive vehicles and parts, C$13.5 billion; 
equipment & tools, C$6.8 billion; industrial machinery, C$4.1 billion; agricultural 
machinery, C$2.0 billion; chemical products, C$2.6 billion. 


Footnotes: * Consensus of various forecasts. 

1/ Labor Income Per Unit of Output (1971=100). 

2/ Compound average annual increase in base rates (%). 

3/ Floating Bank Rate set .25 percentage points above Thursday's 91-Day 
Treasury Bill tender rate. (Introduced March, 1980) 

4/ Essentially a Producer Price Index. The 1983 number is not forecast; 
it is the most recent number available. 

5/ Balance of Payments Basis. 

b= billions of $ 


Sources: Statistics Canada; Bank of Canada Review; Conference Board of Canada; 


McLeod, Young & Weir Ltd., Bank of Nova Scotia. 





GROWTH 


The outlook for the Canadian economy in 1983 is much improved 
from 1982. On an annual average basis, real GNP growth is pro- 
jected in the 2-1/2 percent range, compared to negative growth 
of -4.8 percent in 1982. 


Inflation, as measured by the All-Items Consumer Price Index, is 
expected to increase between 5 and 6 percent, which represents a 
significant improvement over the 10.8 percent increase in 1982. 
Interest rates are expected to continue their downward trend, 

which will aid the housing industry and will bring about a gradual 
pickup in consumer spending. Increases in wage settlements in both 
the public and private sectors are to continue their downward trend 
(due in part to the Federal Government's "Six and Five" restraint 
program and comparable provincial restraint programs). Increases 


in energy prices are expected to be lower, with the possibility of 
decline in some prices. 


The dramatic inventory liquidation in 1982 will ease substantially 
in 1983, and growth will resume in industrial production and 
capacity utilization. However, unemployment levels will remain 
high, reflecting, in part, the normal lag between the pickup in 
economic growth and actual declines in unemployment. As economic 
activity resumes in 1983, many discouraged workers will return to 
the labor force. The result will be stronger competition for ex- 
isting jobs, and continuing upward pressure on the unemployment 
rate. This upward pressure should ease somewhat in 1984. 


Real spending on business investment is expected to continue to 
decline during much of 1983. A pickup is anticipated late in 1983, 
continuing into 1984, as clear signs of a recovery strengthen 
business confidence. 


On a balance-of-payments basis, Canada recorded a C$2.7 billion 
surplus on its current account in 1982. Exports strengthened 
during the latter half of 1982, while the continued decline of 
business investment dampened import growth, resulting in a record 
merchandise trade surplus for the year. This trade surplus will 
erode only very slowly, as import increases due to domestic ex- 
pansion will lag exports. 


FISCAL POLICY 


On April 19, 1983, Finance Minister Marc Lalonde introduced a new 
federal budget. The centerpiece of the budget is the "Special 
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Recovery Program." The program includes C$4.8 billion in new 
direct spending over the next 4 fiscal years, of which at least 
C$1.4 billion in new spending will be accomplished in FY 1983-84 
(April 1, 1983 - March 31, 1984). Although the additional spend- 
ing proposed in the Lalonde budget raises Federal budget outlays 
by only 2 percent, the FY 1983-84 Federal deficit is projected to 
increase to C$31.3 billion, from the revised FY 1982-83 deficit of 
C$25.3 billion. 


Highlights of the budget are as follows: 


-- Special Recovery Capital Projects. Nearly half a billion 
dollars in new spending this year and $710 and $340 million 

more, respectively, in each of the succeeding 2 years will be 
dedicated to more than 100 capital projects throughout Canada. 
Six key areas were identified: transportation, research and 

training facilities, resource development, vessel procurement, 
land and tourism development, and high-technology procurement; 


-- C$440 million more in FY 1983-84 for direct employment sup- 
port, of which a significant portion is dedicated to youth 
employment programs; 


-- A C$300 million Special Fund (of which C$100 million is to 
be spent this year) for encouraging the private sector to bring 
on-stream major investment projects; 


-- C$200 million in 1983 for a variety of housing programs. 

The new tax measures for business are as follows: 

-- Rule changes for claiming the investment tax credit, provid- 
ing business an estimated C$175 million in additional tax write- 


offs in 1983, and increasing amounts in later years; 


-- Extended carry-over of business and capital losses, yielding 
investors some C$270 million more in 1983; 


-- A "Special Recovery Refundable Investment Tax Credit," worth 
C$80 million per year over the next several years, that gives tax 
refunds to businesses otherwise unable to use earned tax credits. 


-- A “Special Recovery Share Purchase Tax Credit," estimated to 
cost the Canadian Government C$25 million in foregone revenues 
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this year (and larger amounts in later years), that permits com- 
panies to pass on their tax credits to buyers of new equity 
issues. 


With regard to the National Energy Program, the Finance Minister 
made some tax changes to accommodate recent market developments, 
but otherwise left the National Energy Program intact. The tax 
changes include the following: 


-- Repeal of the Transportation Fuel Compensation Charge (in 
recognition of the narrowing margin between domestic and inter- 
national aviation and bunker fuel prices); 


-- Retention of the Canadian Ownership Special Charge (COSC) on 
gasoline sales at the pump; 


-- Temporary suspension of the Incremental Oil Revenue Tax (IORT) 
to improve industry cash flow. 


MONETARY POLICY 


In November 1982, Bank of Canada Governor Gerald Bouey announced 
the Central Bank's: decision to discontinue targeting Ml because 
"it had become an unsuitable aggregate to use in expressing tar- 
gets because its relationship to interest rates and total spend- 
ing was no longer sufficiently reliable for that purpose." The 
Bank of Canada has not yet found another aggregate that is suit- 
able for target setting. However, the decision to discontinue 
targeting Ml does not change the Central Bank's basic monetary 
policy goals, i.e., monetary expansion that will permit sustained 
economic growth without renewed inflation. 


The exchange market has from time to time constituted a major fac- 
tor influencing Canadian monetary policy, along with the outlook 
for domestic growth and inflation. 


Interest rates eased in 1982 and should continue to ease in 1983. 
They are likely, however, to remain somewhat higher than in the 
United States in nominal terms due to Canada's somewhat higher 
rate of expected inflation and to the Canadian authorities' de- 
sire to guard against the possibility of downward pressure on 
the Canadian/U.S. dollar exchange rate. 





U.S.-CANADIAN TRADE RELATIONS 


U.S.-Canadian trade relations are good. Each country represents 
the other's best market, and the great bulk of merchandise and 
services flows unimpeded in both directions. As in any relation- 
ship of great affinity, a push by one partner, even if intended 
for a third party, may be felt as a shove by the other. Consul- 
tations between governments and between government and private 
sector representatives are frequent, and most issues are resolved 
quietly to the mutual satisfaction of both nations. 


IMPLICATIONS FOR U.S. BUSINESS 


The Canadian business community reacted very favorably to the 
Federal Government's budget and the prospects for growth described 
in the preceding pages. This upbeat reaction, however, is unlikely 
to open any significant new vistas for American exporters. 


Economic recovery in Canada is likely to lag behind that in the 
United States. While Canadian exporters to the United States will 
find that situation attractive, significant new across-the-board 
opportunities for U.S. exporters will not occur until recovery in 
Canada is well underway, capacity utilization is up, and investor 
confidence is restored. Until these conditions are extant, plant 
and equipment sales will continue at or only slightly above pres- 
ent levels. Improved consumer confidence will be manifested in 
housing and consumer goods sales where domestic and third-country 
suppliers will be the principal beneficiaries, although the United 
States will fare better in the automotive sector. Other areas of 
strength will be those where the United States enjoys a technologi- 
cal advantage--computers and electronics, scientific and medical 
instruments, and advanced capital equipment--essential for the 
modernization and improvement in productivity of Canadian industry. 


U.S. industry strength in these areas assures that Canada will re- 
main by far the largest market for U.S. goods and services. Mer- 
chandise exports to Canada totaled $33.7 billion in 1982, a year 
of negative GNP growth, and 71 percent of total imports. These 
exports should exceed $40 billion by 1984. The market remains 
highly receptive to American products and services despite the 
current strong U.S. dollar, and Canada continues to look to its 
southern neighbor for sources of supply, technology, and risk 
capital. U.S. firms offering attractive delivery times, financial 
terms, and aftersales service will be able to hold their own 
against the increasing third-country competition. This competi- 
tion is growing as European, Japanese, and other Asian suppliers 
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become more knowledgeable about the Canadian market and increas- 
ingly prepared to offset distance and freight disadvantages with 
concessionary pricing and favorable delivery terms. 


Since Canada is a vast geographic region and no one area is truly 
representative of the entire country, American businesspeople 
should review the narratives on the various regions contained in 
this report to obtain a better sense of the market for their par- 
ticular goods or services. 


FOREIGN INVESTMENT 


The Canadian economy has relied over the years on foreign inves- 
tors in the manufacturing, pharmaceutical, food processing and 
energy sectors, and the country continues to welcome these in- 
vestors, placing few fetters on their activities. Traditionally, 
the United States has been the leading source of overseas invest- 
ment and still plays the dominant role. (In 1981, total American 
investment in Canada was valued at $47 billion, 50 percent higher 
than in the next largest market). Concerned about the degree of 
"absentee ownership" and seeking to ensure that foreign ownership 
conveys a "significant benefit to Canada," Canada established the 
Foreign Investment Review Agency (FIRA). This agency is charged 
with screening new foreign ventures in Canada; foreign acquisi- 
tions of existing domestic corporations, whether or not currently 
domestically controlled; and the expansion of existing, foreign- 
controlled ventures into new areas. Authorization for ventures 

of these types is granted by the Canadian Government only if FIRA 
determines that the new activity, as mentioned above, will result 
in "significant benefit" to Canada. FIRA presumes foreign control 
when 5 percent or more of the stock in any publicly held corpora- 
tion is held by one or more foreign investors working in coordina- 
tion (this excludes nonparticipating portfolio investment) or when 
20 percent or more of the stock of a privately held corporation is 
held by non-Canadians. 


In 1980, FIRA appeared to begin taking a more restrictive view of 
"significant benefit." Many foreign applicants have felt com- 
pelled to commit to certain undertakings, such as procurement in 
Canada, minimum export requirements, and utilization of domestic 
distributors. Foreign investors and governments generally feel 
that such a restrictive screening process and the need to make 
binding commitments are an unnecessary hindrance to the efficient 
and free flow of international resources and raise questions re- 
garding international undertakings. The United States has taken 





the issue of binding commitments to the international forum of 
the General Agreement on Tariffs and Trade (GATT) where the case 
is, at this writing, pending. 


In recent months, FIRA has greatly reduced its backlog of pending 
applications and shortened the processing time. However, the U.S. 
Government continues to be concerned about the commitments that 
are sought from investors. Given the Canadian Government's de- 
sire to broaden the base and reduce the foreign-source dependence 
of the country's high-technology industry, it appears that appli- 
cations in this sector receive closer scrutiny than do applica- 
tions in general. The Embassy continues to recommend that pro- 
spective American investors seek legal advice before commencing 
dealings with FIRA and that they consult the Embassy or the 
Department of Commerce if they feel they are not receiving fair 
and equitable treatment. 


NATIONAL ENERGY PROGRAM (NEP) 


Canada's National Energy Program contains elements that discrimi- 
nate against foreign-owned and controlled companies in the energy 
sector. However, the decline in international oil prices during 
1982/83 has undermined the basic foundation of Canada's energy 
policy, which was predicated on the assumption that international 
oil prices would increase significantly during 1982-86. The pol- 
icy's fiscal regime was based on the expectation of increasing 

oil prices. Consequently, major elements of the NEP including the 
Ottawa-Alberta energy pricing agreement of 1981, which established 
administered pricing schedules for Canadian oil and gas, are 
flawed by internal inconsistencies. In this situation, the 
Government has already made many modifications in the NEP and 
more changes are in the cards. 


The Canadian Government introduced an NEP Update in May 1982, which 
announced improvements, from the industry point of view, in the 
fiscal regime for the oil and gas industry and softens the Govern- 
ment's previous aggressive approach to Canadianizing the energy 
industry. Specifically, the Update downplayed "buyouts" of for- 
eign companies and encouraged more usual commercial processes, such 
as joint ventures and farm-in arrangements, as the appropriate 
method of increasing Canadian ownership and control of the industry. 


The 1982 Update was regarded at the time as a "midcourse correction" 
to the initial energy program, but that correction has proved in- 
sufficient in light of the drop in international oil prices, and 





9 


other changes are consequently being made. The Canadian Govern- 
ment now is taking a pragmatic, flexible and investment-oriented 
approach toward the energy sector, and Energy Minister Jean Chre- 
tien is streamlining NEP regulations. 


Minister Chretien, in an April 1983 speech in Toronto, also indi- 
cated that Canada must rethink its energy policies, particularly 
the oil and gas price regimes, in light of international develop- 
ments. This suggests that future changes to NEP policies are 
under consideration. 


The bottom-line implication for existing and potential new inves- 
tors in the Canadian energy sector is a clear trend toward a more 
pragmatic investment climate. American investors should be aware, 
however, that the Canadian political system regards the general 
goals of the NEP as legitimate and important, even though the 
Government is modifying some of the more extreme and controversial 
methods initially chosen to help achieve those goals. A policy to 
increase Canadian ownership of the energy industry is likely to be 
a permanent feature of Canada's investment climate, and foreign 
companies considering investing in the Canadian energy sector 
should expect to cooperate with reasonable and fair efforts to 
achieve that goal. 


ALBERTA 


Unquestionably the Alberta economy went into recession during 1982 
after several years of phenomenal growth. The provincial economy, 
based on oil/gas, had fueled a "boom" which produced real growth 
rates of 6 to 8 percent annually allowing Alberta to escape the 
national economic downturns of 1975 and 1980. However, during 
1982, the Alberta economy was hit by falling energy demand, record 
high interest rates, and a Canadian and world recession. The prov- 
ince's real gross domestic product (GDP) declined during 1982 by 

3 to 4 percent, unemployment levels rose from 3.8 percent in early 
1982 to 9.7 percent in December. Of the 41 proposed major projects 
worth an estimated $38.5 billion, three worth $10 billion have 

been cancelled, 14 worth $21.2 billion have been shelved or delayed, 
and 24 worth $6.8 billion are proceeding. 


With over 80 percent of Alberta's GDP made up of oil/gas, construc- 
tion, agriculture, and manufacturing sectors, which are expected to 
decline or remain at the previous year's level, the outlook is for 
slight-to-no-growth in GDP during 1983. 
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Drilling and exploration activity were down sharply during 1982 
and will decrease during 1983. Crude oil production fell 4 per- 
cent in 1982 from 1981 but revenues rose 26 percent because of 
price increase. Production of crude oil is expected to decline 
through 1983. Natural gas production rose 3 percent over the pre- 
ceding year 1982, but revenues rose 18 percent during the same 
period because of price increases. However, the 1983 production 
level is expected to decline because of market conditions in the 
United States. The value of all types of building construction 
during 1982 hit a record $13.5 billion but will fall to $11.7 
billion for 1983 as new, large commercial or industrial projects 
are started and those underway wind down. Sales of Alberta's 
agricultural products, primarily wheat, canola, and cattle, were 
the highest ever during 1982 reaching $3.2 billion, but net farm 
income is expected to decline by some 30 percent during 1983. 
After growing at about 20 percent annually, in 1980 and 1981, 
manufacturing declined during 1982 to $9.7 billion. During 1983, 
manufacturing activity is expected to remain at 1982 levels. 


Despite the overall less buoyant outlook for the province, Ameri- 
can suppliers will continue to find a market in Alberta for ad- 
vanced exploration and development equipment and general and 
special-purpose construction equipment. Even with the declining 
construction activity there still will be a demand for high qual- 
ity, unusual and distinctive office furnishings--furniture, lamps, 
carpeting, and fixtures. 


ATLANTIC PROVINCES 


Uncertainty prevails in the Atlantic region, but the bright spots 
which do exist offer good opportunities for American suppliers and 
joint-venture partners. In Nova Scotia there are predictions that 
offshore oil and gas will be the basis of a stronger economy than 
will be enjoyed by many regions of Canada. Since the offshore re- 
sources agreement between the Federal and Nova Scotia Governments 
was Signed in March 1982, exploration agreements have been con- 
cluded involving operators or operating partnerships led by multi- 
national oil companies. With four semisubmersible drilling rigs 
and two jackup rigs operating, offshore exploration spending this 
year is expected to total at least C$550 million. More rigs may be 
added, and one report projects 14 offshore rigs in operation in 
the Atlantic Canada region by the end of 1983. Local enterprises 
and international joint ventures involved in service and manufac- 
turing for the offshore industry have also begun to blossom. 
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The New Brunswick Government would like to diversify its predom- 
inantly resource-based economy with more manufacturing industries, 
beginning with two electronics manufacturing plants. These ini- 
tiatives along with other construction projects in the province's 
major cities and elsewhere should substantially improve economic 
prospects for the province and offer modest opportunities ‘to U.S. 
companies. Some of these construction projects include moderni- 
zation of pulp mills, a C$40 million potash terminal, a C$21.8 
million dry dock expansion, a new frozen orange juice plant, and 
a C$14 million expansion of a tuna plant. If the U.S. housing 
industry achieves its predicted increase, the forest industry-- 
the prime provincial economic activity--should rebound from its 
present depressed condition. Similarly, a recovery in the U.S 
automobile industry would gradually loosen world markets for base 
metals from New Brunswick's northeastern shield. Another major 
factor will be recently announced plans to study the economic 
feasibility of a second nuclear generating station at Pt. Lepreau, 
the output of which would be exported to’ utilities in New England 
for 20-25 years. 


The Conference Board of Canada predicts that Prince Edward Island 
will stay in the doldrums again in 1983. Officials have forecast 
that agricultural output in the province will fall because of low 
potato prices and reductions in milk quotas curbing the Island's 
second most important farm commodity after potatoes. The Board 
also predicted that there would be a small decline in construction 
activity. The recent announcement by Chevron that it intends to 
conduct exploration activity for natural gas off the coast of 
Prince Edward Island could, if successful, blunt the adverse eco- 
nomic situation caused by the extremely high electric costs in 

the province (three times higher than the Canadian national aver- 
age). In an effort to assist entrepreneurs, the provincial govern- 
ment unveiled an industrial prospecting program in coordination 
with the Federal Government. The program provides up to 75 percent 
of the total cost to a maximum of C$15,000 for single proposals. 

. Other incentives being offered are grants to encourage private sec- 
tor investment in new or expanded manufacturing or processing 
installations. 


Leading economic observers predict that Newfoundland would also 
remain in the doldrums. High inventories, resulting from soft world 
markets, forced the mining and pulp and paper industries and many 
fish companies to reduce production last year. Little improvement 
is expected in 1983. It is predicted that if the Federal Govern- 
ment and Newfoundland can reach agreement on ownership of the vast 
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offshore petroleum resources, this would raise investor confidence 
and increase spending on oil and gas exploration. Confrontational 
exchanges have continued between the two governments, and it ap- 
pears that resolution of the issue may have to await a ruling 

from the Supreme Court of Canada. There is a large potential for 
additional electrical energy from river systems in Labrador. If 
developed by the province, these could provide substantial amounts 
of electric power to industries in the province at modest cost. 
However, development of these prospects is likely to be delayed. 


BRITISH COLUMBIA 


The British Columbian economy continues to rely heavily on its 
abundant natural resource base. The prospects for economic recov- 
ery are, therefore, directly linked to international commodity mar- 
kets and worldwide demand for lumber and wood products, coal, nat- 
ural gas and nonenergy minerals. Following a disastrous year in 
1982, most economic forecasts are for real economic growth in the 
province to be about 1 percent in 1983. 


Current supply exceeds demand in coal, due to reduced demand in the 
United States. As demand increases, major projects valued at C$1.5 
billion to add 12.3 metric tons per year (MTPY) of coal mining and 
distribution capacity will be continued. An additional $1.8 bil- 
lion has been committed to LNG projects which will increase lique- 
fying capacity 3.3 MTPY, assuming demand in Japan holds. Both 
areas will provide excellent export opportunities for mining and 
transportation equipment suppliers. As the United States pulls out 
of the recession and housing starts increase, Canadian lumber and 
metal producers should see a return of profitable business that will 
allow them to continue modernization and expansion programs. This 
too will benefit suppliers of heavy equipment. 


The provincial government feels strongly chat public projects like 
the domed B.C. Place Stadium, rapid transit systems for Vancouver, 
the Convention Center and accompanying hotel and office building at 
Canada Harbour Place and Expo '86 will stimulate the local economy 
dramatically. These projects will provide opportunities for con- 
struction equipment, office equipment, computers and data process- 
ing facilities. In addition, the projects will provide much needed 
employment and the resultant increase in disposable income for con- 
sumer products, a high percentage of which will come from the United 
States. 


Government plans also call for specific provincial support of high- 
technology industry development. If the program is properly funded, 
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good opportunities for joint ventures, licensing, and technology 
sales will exist for American companies. 


MANITOBA AND SASKATCHEWAN 


Manitoba and Saskatchewan, the "Prairie Provinces," have been 
somewhat less battered by the recession than the "Eastern Prov- 
inces." Both have the highest deficits in their histories but 
rank lower in unemployment percentages than other parts of Canada. 
The Prairie Provinces are not predisposed to violent economic 
swings, having a strong agricultural base. The business climates 
of the two, on the other hand, have little similarity. The Gov- 
ernment of Saskatchewan is actively seeking outside investment 
while Manitoba is not offering special incentives to improve its 
business attractiveness. 


Manitoba's 1983 budget included large expenditures for job crea- 
tion projects and raised the provincial deficit to an amount 
approaching C$l billion. Consequently, it lost its Standard and 
Poors "AA" rating which was dropped in May 1983 to "AA-." The 

1982 budget's 1.5 percent employee tax was a significant disincen- 
tive to business investment or expansion and may have played a 
"last straw" role in the decision of several large companies such 
as Kimberly Clark to dispense with their Manitoba operations. The 
Manitoba New.Democratic Party Government clearly favors more rather 
than less nationalization and has announced several times that it 
finds FIRA to be a positive and beneficial Canadian agency. It 
recently announced an intention to expand the provincial insurance 
monopoly to life insurance which is making local insurance com- 
panies very nervous. The garment industry, a local mainstay, has 
laid off about 25 percent of its force. Imperial Oil has trans- 
ferred its regional manager to Toronto and minimized its operation 
here. One of Manitoba's greatest assets is its hydroelectric power 
capacity. The Government is actively looking for customers for 
this Crown Corporation. 


The previous government had nearly completed a negotiation with 
Alcoa to place a large plant in Manitoba before it lost the elec- 
tion in November 1981. Alcoa wanted shares in Manitoba Hydro to 
protect its essential energy source. However, the New Democratic 
Party made clear its opposition to such an Alcoa role prior to 
being elected, and the deal fell through when it came to power. 
The Government's perceived pro-labor policies on wage settlements 
and union certification could further discourage businesses look- 
ing for a location, 
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Saskatchewan's economy is tied to its rich resource base. There 
are significant deposits of potash and uranium as well as smaller 
fields of oil and natural gas. Another major resource is the 
province's cropland which produces a major portion of Canada's 
grain. As the world economy slumped so too did the demand for 
the raw materials provided by the province. 


While traditionally the economy has been dependent on the success 
of the agricultural sector, diversification has been a goal of 
almost every premier, and Premier Devine is no exception. His 
administration is emphasizing private sector investment as the 
vehicle. His predecessor formed Crown Corporation with the hope 
of developing the economy through public sector investment. 

Eleven years of significant government involvement cannot be over- 
come in a single year, but the new government is pledged to re- 
ducing the role of the public sector in the economy. To this end, 
the current government is pursuing a course which it hopes will 
stimulate private investment in the province. 


Tax rebates and holidays have been introduced in order to help 
foster economic growth. The Department of Industry and Commerce 
has been restructured and renamed the Department of Trade and 
Economic Development and has opened offices and agencies in the 
United States and Europe. Provincial leaders see their greatest 
potential for economic growth and diversification in the areas 

of secondary processing of agricultural products, agricultural 
technology and equipment manufacturing, and also in high technology. 


Agriculture remains the bulwark of the provincial economy. The 
dryland farming techniques and equipment developed by the Saskatch- 
ewan farmers are considered state-of-the-art. There is some ex- 
porting of farm machinery/technology from the province, and the 
Government hopes to see it expand. Investment in this area is 
sought. 


The single largest hurdle to the development of a sizeable second- 
ary processing industry for agricultural products is the location 

of the province in relation to the major markets for the processed 
goods. Nevertheless, the Government believes this obstacle can be 
overcome. 


While many of the provinces are talking about attracting high tech- 
nology firms, Saskatchewan has a small but healthy fiber optics 
company, located in Saskatoon, and the Government is hoping to 
attract more such firms in the future. One step already taken 
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is the announcement of a training program which emphasizes high- 
technology skills. The plan is to build a knowledgeable work 
force in order to make locating in the province more attractive 
to firms requiring these skills. 


ONTARIO 


For many Ontario firms, 1983 will be a year of consolidation. 
Employment figures will show little growth, but GDP should rise 

by nearly 2 percent after falling more than 4 percent to 1982's 
abysmal $118 billion. Modest growth in personal income and some 
restoration of consumer confidence will mean a decline in personal 
savings ratios and greater expenditures on appliances and furniture 
and similar household items. The same changes plus lower mortgage. 
rates will bring housing starts to the 50,000 level, up from a 20- 
year low of 38,500 units in 1982. 


Some improvement in nonhousing construction can be expected as 
well, with growth, particularly in government-funded capital 
projects, spurred by job creation programs. Large commercial 
projects also are scheduled for Toronto and Ottawa, with a $200 
million multipurpose development in Downsview, in Metro Toronto, 
one of the largest. However, much idle capacity must return to 
production before U.S. exporters feel a strong demand for capital 
equipment, but revival in automobile sales in the United States 
and Canada suggests eventual recovery in demand for tools and 
components for Ontario's automobile industry. 


Ontario's mining and forest industries are inching up to normal 
production levels after struggling through a disastrous 1982. The 
Inco Nickel Works at Sudbury, for example, are in production again 
after an 8-month shutdown. Petrochemical firms in the province are 
operating at about 65 percent of capacity, but they hope for some 
improvement by year's end. 


High technology--telecommunications equipment, avionics, computer 

peripherals, etc.--highlights the Ontario scene, and the manipula- 
tor arm developed by Spar Aerospace Ltd. for NASA's space shuttle 

exemplifies Ontario's high-technology proficiency. 


"Productivity" has become the key word in Ontario business and 
government incentive plans for industry. The supplier of any 
machinery, services, or materials that promise significant produc- 
tivity improvements will find interest in Ontario. Industrial ro- 
bots and quality-control equipment will have above-average sales 
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potential as capital investment picks up in 1984, as will compo- 
nents and production and test equipment for the electronics indus- 
try. Opportunities in consumer goods, tools, and do-it-yourself 
markets should be felt somewhat sooner. U.S. manufacturers will 
find good licensing opportunities as Ontario companies seek to put 
idle plant capacity to work. 


QUEBEC 


The Quebec economy still shows signs of the heavy impact of 18 
months of recession and few indications of early recovery. In 
1982, production in real terms slowed by nearly 6 percent. Weak 
foreign markets and lethargic consumer spending meant falling ship- 
ments, ballooning inventories, and low prices for a number of in- 
dustries. Faced with eroded profits and surplus capacity, there 
has been little incentive for investment and consequently, only 
limited opportunities for American firms. Total capital expendi- 
ture declined 2.7 percent in 1982 and is forecast to decline 6 per- 
cent this year. A modest recovery is hoped for, beginning mid-year 
with forecasts calling for a growth of 1.5 to 2 percent. However, 
the possibility of negative growth remains. 


A few signs of improvement have appeared. For example, the out- 
look for companies in the aluminum industry has become more opti- 
mistic as world demand for this metal strengthens. A large con- 
tract for subway cars for New York City, the landmark Bombardier 
case, will help. Some recovery in housing starts both in Canada 
and the United States is helping the lumber industry, and some 
progress has been made in the development of new technology 
industries. 


An important factor is the province's large electric generating 
capacity. Although demand for power has slowed in the province and 
may cause the delay in implementation of the second phase of the 
James Bay megaproject, the excess energy could be the necessary 
ingredient for attracting new industry. An agreement recently was 
signed to provide considerably more power to the U.S. Northeast. 


CANADIAN EXHIBITIONS 


Like the United States, Canada annually has a large number of 
national and regional exhibitions and fairs. Most of these are 
vertical (i.e., sporting goods) or single product (i.e., boats) 
events, and many of them are operated on a controlled access basis, 
open only to buyers. Many of the 300 exhibitions held each year 
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in Canada are open to foreign participants and are good, low- 
introductory-cost opportunities for American new-to-market and 
new-to-export firms. U.S. companies interested in learning more 
about exhibiting in Canada should contact their local District 
Office of the U.S. Commercial Service, the Office of North America 
(tel: 202-377-5327) at the Department of Commerce, the Foreign Com- 
mercial Service at the U.S. Embassy in Ottawa and the Consulates 
General in Montreal, Toronto, Calgary, and Vancouver. 
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Looking for 
an overseas 
BUYER? AGENT? 
DISTRIBUTOR? 


To receive a free 
Trade Lists index 


F, ind one ws a or find out about 


the full range of Com- 


in the (aS merce export aid 


products, write 


Commer ce ) to Commerce in 

Washin , D.C. or 
Department a 4 camist saeeagags 
Trade L ists Commerce district office. 


The Washington address is: 


U.S. Department of Commerce, 
International Trade Administration, 
Trade Lists, Room 1324, 
Washington,D.C. 20230. 


Trade Lists: The indispensible overseas marketing tool 
Trade Lists: Names and addresses of overseas buyers, agents, distributors 
Trade Lists: Names provided by U.S. Government foreign commercial officers 


Ask about some of the other Commerce export aid products such as credit reports on 
overseas companies, foreign market research surveys, agent searches and computer database 
retrievals. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:502 








